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o Lfter tha Japanesa bombed the PW 1n 1937 the Troamry Departmant L -
Genera.l Gou.nsel, Kerman Olipha,nt. aet a‘bout at onca to *ra.tt appropriate .

‘ "A‘orders ‘and regulationa vhich vou.ld onablo this gove*nment to 1mpooe oxcha.nge
‘Acontrols vith renect to Ja.pan.l/ The Japa.nose vere contimouoly 1n beed of
‘foreign cxcha.nge with vhich to fbuy in the United Statos a.ud 1n other countriee

| vhere Japaneoa yon were not preferred. me ﬁrst propoaed freoting ordar con—-‘:‘f_.‘ .

' tenplatod imediato immobilization of Japanaso credits and. funds 1n this country.

‘change. tranaactions a.nd. monetary A‘f" o

w'u:"”u'porto 1n vhich the Japa,neae Government vas d.ireotly or 1ndireot1y 1nterested.

A.fter completing the draft on Decembar 20. 194’? "Hr. Olipha.nt unt the following'fj

menorandun to Secretar;.' Korgonthau.zj R B

.’x“

i lj The Pa.nay incident had also csused conaternation among. the Britioh. In o.A :
, ‘memora.ndu.m of December 22, 1937 upon the aubject of oxcha.nge controlo. Olipha.nt
" 1nfomed Secretary l(orgenthau a.a followst B R

N - 'I havo discuued. the mtte Vith Lochhead and.
A Opper (tvo steff men) 'énd’we agree that if the =
ST _Britiah rea.lly vant to move, in the: oxchn.ngo ﬁeld
. - without” moving 1n1 tho political ‘and:gtrategic. ﬁold.
. they éould find a'way to do it. Wnile (it} would:
© 7 pot. 'be porfect. it vould 'be zu.fficiently otfective .
“to: effectuate our operationo undor the, Tre.ding—vith- .
‘the-hemy Ast, 81mlta.no<ms yublic annmocemont of
cooperation in oxohange control could not ‘bo nade, o
since the British would have to act hy morely passing
the vord to their banking community; but that the
two governmente were cooperating would: beoomo known .
very quickly through ordinary financial: cha.nnoln.
- "That the British Government dce¢ have the da

. f o mn as_opposed to the legal power was indicated-

by the vay o o oin vhich they stopped excessive flow
of ﬁmds into the. America.n market some months ago...”

3] The cardon’ copieo and . the files 1ndicate he wrote the 1n1t1a1v drafts without a.ny
assistance from staff menbers; - Later on Archie Lochhead, Bernard Bernstein, and
Clarence Oproer auiated Mr, miphant in the d.eafts that were to follov with each crie
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#The exchange restrictions under the 1933 amead-

< ment 3/ to the Trading-with-the-Enemy Act 4/ would be
. instituted by a Presidential proclamation declaring a
‘* . nations)l emergency, accompanied by regulations de-

scribing the prohibited and restricted transactions.

#(1) The Proclamation could be drawn in general
terms reciting the necessity for forestalling events
which might plunge this country into war, for quaran-
tining a war situaiion dangerous to the peace of the
United States, and consequently for providing a dasis
of indemnity as well as protection against future acts.

"(2) The regulations would then be drafted to
spacify the acts and transa.ticns wkich it intended
should be covered, They could expressly prohibit
banking and forelgn exchange transactions and monetary
exports in which the Japanese Government is directly
or indirectly interested; and for the purpose of mak-
ing that probhidition effective, could require licenses
for all such dealings which involve the Japanese yen or
the traznsmission of funds or credits to or from any
place or person in territory under the control of Japan,
The licenses for transactions of this character which,
upon investigation, proved to be outside the pro-
hibition would be granted by the Treasury upon appli-

N : cations made through the various Federal Reserve Banks,
T These banks would make a preliminary investigation
L . and recommendation on such applications, Frovision
could also be made for requiring reports of any inter—

national monetary transactions whether or not covered
by the regulations, if required by the Treasury.

(8igned) Herman Oliphant5/

8/ Act of Merch 9, 1933 (43 Stat. 1). -

4/ Ee refers here to section 5(b) of the Act of Octoder 6, 1917 (4C Stat,
411.). This section, incidentally, later sustained the freezing progranm.
It was broadened somewhat by the First War Powers Act after Pearl Harbdor,
5/ Earlier dreft of December 15, 1937 wae briefer, but contained the
same ideae, The December 15 draft was revised by the draft quoted adove.
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